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Switzerland’s Surplus of Capital 


Swiss visible exports in 1953 exceeded visible imports 
(by the equivalent of £7.7 million) for the first time in 
this century, except for the war years 1916 and 1945, 
when imports were abnormally low. Net receipts on 
invisibles amounted to £98 million, and the total surplus 
on current account was £105 million, representing more 
than £23 per capita. Private exports of capital in 1953 
are estimated at £82 million. Long-term loans to foreign 
countries were £18.3 million; bank credits amounted to 
£28.6 million; purchases of securities in the United 
States and private dollar balances were £36.3 million; 
and there was a decrease of £1.2 million in balances with 
foreign authorized banks. These estimates do not take 
account of direct investments abroad by Swiss industrial 
firms. Gold and dollar reserves increased by £19.5 mil- 
lion; credits to EPU rose by £22.4 million; and repay- 
ment of outstanding clearing debts by foreign countries 
amounted to £7.7 million. “Errors and omissions,” 
amounting to £10.5 million, are thought to be accounted 
for largely by private capital inflow into Switzerland. 


International Tin Agreement 


In order to bring the International Tin Agreement into 
force, the signatures of a minimum of 5 consuming 
countries with 333 votes and of producing countries with 
900 votes were necessary. By June 30, 14 consuming 
countries with 427 votes and 6 producing countries 
(Belgian Congo, Bolivia, Malaya, Nigeria, Indonesia, 
and Thailand) with 1,000 votes had signed. Brazil, 
Germany, Switzerland, and the United States remain 
outside the Agreement, but it is believed that some of 
these may decide to accede later in order to participate 
in control of the Agreement. The interim committee will 
meet in London on July 12 to discuss the appointment 
of a chairman of the Tin Council and a manager of the 
buffer stock. As a result of U.S. strategic purchases, it 
is thought unlikely that the tin market will be in im- 
mediate need of support. 

Source: The Economist, London, England, July 3, 1954. 


Europe 
U.K. Industrial Production 
The index of U.K. industrial production in May is 
provisionally estimated at 131-132 (1948=100), 7 points 
higher than the April figure and 2 points higher than 
the revised average for the first quarter of 1954. Com- 





The flotation of foreign loans in Switzerland has 
lagged since the end of the war, and the great pressure 
of surplus liquidity in the Swiss capital market is 
reflected in the continuous decline in long-term interest 
rates. The average yield on Swiss long-term government 
bonds has been below 3 per cent for five years, with a 
falling trend to 2.52 per cent at the end of December 1953 
and 2.46 per cent in March 1954. These low rates do 
not in any way result from deliberate monetary policy, 
for the Swiss monetary authorities have taken no active 
step in monetary management. The annual demand for 
“safe” assets is estimated at about Sw fr 1,500 million, 
with the funds of the compulsory old-age insurance 
scheme, launched in 1948, and financed by a 4 per cent 
levy on all personal incomes, growing at an annual rate 
of Sw fr 400-500 million, while the annual supply of 
“safe” assets (consisting mainly of mortgages) has set- 
tled down in recent years at about Sw fr 1,000-1,200 mil- 
lion. The tendency toward self-financing in industry has 
steadily become more marked since the end of the war. 
Source: The Banker, London, England, June 1954. 





pared with May of last year, output is 644 per cent 
higher, and over the first five months of this year it has 
been 6 per.cent higher than a year ago. Record or 
near-record production is being achieved in a number 
of industries. Output of building materials is still rising, 
in part because of seasonal influences, and there has been 
a seasonal increase in food; high figures are also reported 
for iron and steel ingots and castings, cotton textiles, 
and passenger cars and trucks. On the other hand, pro- 
duction of fork-lift trucks has declined; fewer exports 
have brought about a sharp fall in machine-tool output; 
and coal production is virtually stationary. The rise in 
industrial output since early 1953 has been achieved with 
an increase of about 2 per cent in the labor force. Accord- 
ingly, on a crude calculation, productivity appears to 
have risen by some 4 per cent in the past 12 months. 
Sources: The Financial Times, June 29, 1954, and The 
Economist, July 3, 1954, London, England. 


U.K. Coal Production 


The Parliamentary Secretary to the Ministry of Fuel 
and Power has stated that U.K. total stocks of coal are 
1.5 million tons less than last year, and that more coal 
is to be imported. Output per man-shift was higher 
than ever, but there had been no increase in output be- 
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yond the extra million tons which resulted from the 

fact that there was not a Coronation holiday this year. 

Consumption of coal so far this year has been greater 

by 3 million tons than in 1953, while exports and 

bunkers have remained the same. 

Source: The Manchester Guardian, Manchester, England, 
June 22, 1954. 


Structural Changes in U.K. Industry 


The number employed in all manufacturing industries 
in the United Kingdom in 1950, the date of the last 
Census of Production, was 35 per cent greater than in 
1935. The number employed in the engineering, ship- 
building, and electrical goods industries had increased 
by 90 per cent, with increases of 200 per cent in machine 
tools, and 133 per cent in mechanical handling equip- 
ment. The increase of employment in the rubber industry 
was 69 per cent, in industries producing plastic goods, 
75 per cent, in the production of scientific instruments, 
etc., 165 per cent, and in the watch and clock industry, 
170 per cent. Employment in production of food, drink, 
and tobacco increased by only 22 per cent, in the paper 
and printing industry by 14 per cent, and in the clothing 
industry by 3 per cent. Employment in textile manu- 
facturing industries fell by 8 per cent. 

Source: District Bank Review, Manchester, England, 
June 1954. 


Imperial Preference 


After a detailed quantitative analysis of the history of 
imperial preference, Sir Donald MacDougall and Miss 
Rosemary Hutt conclude that, even before the Ottawa 
agreements, Great Britain was enjoying an average pref- 
erence of 13 per cent on over one third of her exports to 
British countries, which was equivalent to an average 
preference of 5 per cent on all her exports to these 
countries. In return she gave preferences, and some- 
times high preferences, on 7 per cent of her imparts 
from British countries, equivalent to an average rate 
of preference of 2-3 per cent on all U.K. imports from 
them. 

By 1937 the proportion of trade enjoying preference 
had risen to well over one half in each direction, the 
average margin of preference being raised to 10-12 per 
cent on all trade in each direction. 

Since 1937 the proportion of trade enjoying preference 
has not changed much, but the average rate has fallen to 
about 6 per cent on both imports and exports, or 5 per 
cent if it is reckoned as a percentage of the value of 
trade including duty on British goods. Well under one 
tenth of the trade in either direction enjoys preferences 
of over 20 per cent, although there are still a few very 
high preferences of 50 per cent or more. The reduction 
since 1937 has been the result of tariff changes, including 
those negotiated under GATT and in other trade agree- 
ments, and, probably more important, of the very large 
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rise in prices which has reduced the ad valorem incidence 
of specific margins. It seems unlikely that an average 
preference of 5 per cent on U.K. exports to the Common- 
wealth can make a difference of more than 5 per cent 
in U.K. total exports, though even marginal exports of 
this size may be of crucial importance while the balance 
of payments remains precarious. The effect of imperial 
preference on the total sales of U.S. manufacturers is 
described as negligible. 

Source: Economic Journal, London, England, June 1954. 


Release of Sterling fo Brazilian Importers 

U.K. exports to Brazil, which were falling during the 
first half of 1953 because of Brazil’s chronic shortage of 
sterling, were reduced further last autumn by the Brazilian 
Government's undertaking to earmark a minimum of its 
sterling earnings for the repayment of commercial debts 
to the United Kingdom. Although in May 1954 U.K. 
exporters to Brazil were again granted facilities by the 
Export Credits Guarantee Department (see this News 
Survey, Vol. VI, p. 350), they have had little opportunity 
to take advantage of the cover as the Brazilian authorities 
have made sterling available only to importers of a few 
essential commodities—mainly oil. The Bank of Brazil 
has now made a limited release of sterling (so far 
amounting to £600,000) through the system of exchange 
auctions. 

The immediate benefit to U.K. exporters will not be 
great. On the sterling auctioned so far, premiums paid 
by importers (over the official rate of 51.4 cruzeiros to 
the pound) ranged from Cr$71 for “first category” 
certificates (valid for most essential imports) to over 
Cr$400 for exchange for luxury imports. These premiums 
are the highest paid for any currency since the auctions 
began in October 1953. While they indicate the value 
set on British goods in Brazil, they naturally put U.K. 
exports at a considerable competitive disadvantage. As 
Brazil’s commercial arrears in sterling are paid off— 
they still stand at about £40 million—more sterling 
should be available through the auctions and the pre- 
miums should fall. 

Source: The Economist, London, England, July 3, 1954. 


French Industrial Output in May 

The index of industrial production in France has in- 
creased steadily since the beginning of the year. From 
148 (1938 = 100) in January it rose to 150 in February, 
152 in March, 156 in April, and 158 in May. The 
increase over the corresponding five months of 1953 
amounted to 5.3 per cent. The rise, which originally 
had been limited to consumer goods, has recently ex- 
tended to basic industries. 
Source: Le Monde, Paris, France, June 27, 1954. 


Belgian Loan Issue in the Netherlands 
A Belgian loan of 100 million guilders (US$26.3 mil- 
lion), with interest at 3%4 per cent, will be issued in the 
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Netherlands in the near future. Amortization of the 
loan will begin after 10 years; redemption thereafter 
will be in 20 equal annual installments. One half of the 
loan will be taken up by 10 Dutch insurance companies; 
the other half will be issued in the Netherlands market. 
This loan is the first long-term foreign loan issued in the 


Netherlands since the end of World War II. 


The proceeds of the loan, which will be channeled to 
Belgium through EPU, will be used for partial redemp- 
tion of $35 million worth of Belgian Treasury bonds 
denominated in U.S. dollars, placed with the Bank for 
International Settlements in May 1954. These bonds 
were issued by the Belgian authorities to repay the greater 
part of the balance of $40 million outstanding on a 
$50 million 4 per cent loan granted to Belgium by the 
Export-Import Bank of Washington in May 1952. 
Sources: A.N.P.-Aneta News Bulletin, New York, N.Y.., 

June 25, 1954; De Maasbode, Rotterdam, 
Netherlands, June 26, 1954; Agence Econo- 
mique et Financiére, Paris, France, June 28, 


1954. 
German-Yugoslav Agreements 


A German-Yugoslav trade agreement covering the 
period July 1, 1954-June 30, 1955 has been signed in 
Belgrade. The German Government has increased the 
list of commodities that can be imported from Yugoslavia 
without quantitative limitations, thus granting to Yugo- 
slavia the same facilities with regard to unrestricted 
imports that are granted to the member countries of the 
OEEC. For those commodities that remain subject to 
quotas, a general increase has been provided. The agree- 
ment does not specify the commodities that will be im- 
ported by Yugoslavia, since balance of payments diff- 
culties may limit such imports. 

A special agreement concerning navigation on the 
Danube has also been concluded. According to this, 
German shipping agencies can establish branches in 
Yugoslavia. The significance of this new facility is 
diminished, however, by the fact that German ships are 
not yet allowed to cross the Soviet Zone of occupation in 
Austria. 

The Federal Republic has raised the annual allowance 
for tourists to Yugoslavia from DM 800 per person to 
DM 1,500, the same amount allowed for traveling in 
OEEC countries. (See also this News Survey, Vol. VI, 
p. 224.) An agreement on German trade-marks and pat- 
ents will be concluded shortly. 

The German delegation has estimated the amount of 
German- Yugoslav trade in the coming commercial year at 
about $35-40 million in either direction, against about 
$32 million in the past commercial year. 


Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, June 28, 1954. 


Middle East 
Tire Factory in Egypt 


The Egyptian Council of Ministers has approved the 
recommendation of the Production Council to accept a 
bid submitted by the Transport and Engineering Com- 
pany to set up, within the next 18 months, the first fac- 
tory for manufacturing tires and tubes in Egypt. The 
initial expenses of the plant are estimated at approxi- 
mately LE 800,000, but the second stage will cost an addi- 
tional LE 200,000. The initial capacity of the factory 
will be 180,000 tires and tubes per annum, which repre- 
sents the current Egyptian annual imports of these com- 
modities. Later, annual production will be increased to 
300,000-400,000 tires and tubes. The surplus is expected 
to be marketed primarily in neighboring Arab countries 
where such goods will enjoy a discount of 25 per cent of 
current customs duties in accordance with the Inter-Arab 
Commerce and Transit Agreements (see this News Sur- 
vey, Vol. V, p. 392). The factory is expected to use 1,200 
tons of Egyptian long-staple cotton yarn, or 1,000 tons 
of rayon. 

The Transport and Engineering Company is an Egyp- 
tian concern established in Alexandria with capital of 
LE 675,000. Subsequent to its successful bid, the Com- 
pany raised its capital to LE 1.5 million. The increase, 
which was made up of 206,250 shares at LE 4 each, is 
being offered for public subscription after reserving 
25,000 shares for the Industrial Bank and 10,000 shares 
for the Mansfield Tire Company of Ohio (U.S.), which 
is participating actively in the project. The Mansfield 
Company will assume responsibility for all technical as- 
pects, including the construction of the factory and the 
installation of the machinery. It has also undertaken to 
place at the disposal of the Egyptian firm all technical 
and chemical specifications and patents relating to tire 
and other rubber production. A U.S. expert representing 
the firm will remain in Egypt to supervise production and 
train Egyptians, some of whom will also be trained in 
the United States. In return, the U.S. firm will receive 
annually US$15,000 and a royalty ranging between 2 and 
21% per cent, depending on the volume of production 
and sales in Egypt. 

To encourage establishment of the new industry, the 
Egyptian Government has undertaken to exempt all im- 
ports of natural and synthetic rubber and other raw 
materials from all customs duties. If the local market is 
swamped by foreign tires, the Government also under- 
takes to raise customs duties. In addition, the Company 
is allowed to amortize its machinery within five years 
after production begins. All the necessary foreign ex- 
change needed for the importation of machinery and 
equipment will be made available on request. During 
the first five years of the factory’s establishment, the 
Government undertakes to purchase all its requirements 
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from this factory at cost plus 10 per cent, on condition 
that the quality is satisfactory and the prices paid are 
not higher than those paid by the U.S. Government, plus 
transportation costs. It is expected that the Transport 
and Engineering Company will benefit from all privi- 
leges prescribed under the recently enacted law for the 
investment of foreign capital in Egypt (see this News 
Survey, Vol. VI, p. 272). 
Sources: Department of Commerce, Foreign Cammerce 
Weekly, Washington, D. C., June 21, 1954; 
Al Ahram Economique, Cairo, Egypt, June 1954. 


Banking in Ethiopia 


The State Bank of Ethiopia, which was set up by an 
Imperial Proclamation in August 1942, now has 14 
branches operating outside Addis Ababa, including 3 
in Eritrea. At the Head Office and 8 of the branches, 
savings accounts may be opened, bearing at present in- 
terest at 4 per cent per annum. Savings accounts in- 
creased from Eth$1,399,000 at the end of 1951 to 
Eth$2,685,000 at the end of 1953. Mortgage loans against 
real property, land, or buildings are usually made for 
from one to six years and bear interest at the rate of 
8 per cent. Interest on merchandise loans made against 
a pledge of merchandise by exporters, to obtain an ad- 
vance on payment of goods shipped abroad, is 7 per 
cent, and on guaranteed loans made against the personal 
guarantee of a third party, who bears full liability in 
case of default, 9 per cent. Overdraft facilities are 
granted at 7 per cent to reputable and well-known clients 
of long standing, and merchants’ promissory notes and 
other commercial paper are discounted at 9 per cent 
per annum. 

Source: The Bankers’ Magazine, London, England, May 
1954. 


U.S. Economic Aid to Jordan 


Under an agreement recently concluded, the U.S. 
Government will grant $8 million to Jordan. The funds 
will be used mainly to develop water and irrigation 
systems and to finance other economic development 
projects. 

Source: Al Ahram, Cairo, Egypt, June 16, 1954. 


U.S. Point Four Agreement with Lebanon 


An agreement between the Lebanese Government and 
the Point Four Administration in Beirut provides that 
US$6 million of funds for Lebanon will be distributed 
as follows: $2.5 million for agricultural projects, $2 mil- 
lion for drinking water projects, and $1.5 million for 
road construction. The Lebanese Government’s local cur- 
rency contribution toward these projects will be in the 
neighborhood of LL 4-5 million (the official dollar 
selling rate is LL 2.21 per dollar). 

Source: Le Commerce du 


June 12, 1954. 


Levant, Beirut, 


Lebanon, 


Lebanese-West German Agreements 

A trade and payments agreement and an agreement 
for economic cooperation between Lebanon and Western 
Germany were signed in Beirut on June 12. The purpose 
of the agreements is to encourage the development of 
commercial relations between the two countries, and to 
provide German technical assistance and investment in 
Lebanese industry and other economic development proj- 
ects. 

The trade and payments agreement provides that the 
exchange of goods between the two countries will con- 
form with the importation and exportation systems and 
regulations in effect in both countries. However, the 
two Governments agreed that they would, in principle, 
abstain from interfering in the flow of commodities by 
prohibitions or restrictions, and that there will be con- 
sultation if either party deems it necessary to impose 
trade prohibition or restriction measures. Lebanese 
goods exportable to Germany are set forth in an annexed 
list; they include vegetables, fresh fruits (mainly citrus 
fruits and bananas), dried fruits, olive oil and other 
vegetable oils, cotton and silk yarn, skins and leather, 
nonmanufactured tobacco, and asphalt. German com- 
modities to be imported into Lebanon are not listed. The 
agreement also provides that both Governments should 
encourage transit trade within the legislation and regula- 
tions effective in either country. 

Payments for commodities exchanged will be effected 
in U.S. dollars or in any other currency that conforms 
with the financial legislation in both countries. For 
valuation by the Lebanese customs of German merchan- 
dise quoted in deutsche marks, the rate of exchange 
between the Lebanese pound and the deutsche mark will 
be determined on the basis of the gold content of both 
currencies; the rate will be modified if there are changes 
in the gold content of either or both currencies. A 
mixed committee of representatives of both parties will 
have the responsibility for applying the agreement and 
for studying economic and commercial relations between 
the two countries. The committee will forward proposals 
for remedying any situation or problem concerning the 
commercial relations. The agreement also confirmed 
the two countries’ most-favored-nation clause signed in 
1951. The agreement is valid for four years unless either 
party gives notification, at least three months before the 
end of each annual period after the ratification of the 
agreement, of its wish to end the agreement. 

The purpose of the economic cooperation agreement, 
which is also for four years, is to secure German assist- 
ance in developing the Lebanese economy. The German 
Government, as well as German private institutions, will 
assist in implementing a program of economic and 
technical collaboration over the four-year period. This 
program will include (1) the provision of capital goods, 
equipment, and technical aid to agricultural, industrial, 
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and transport firms in Lebanon; (2) the establishment 
in Lebanon, with German capital contributions, of pro- 
duction enterprises in agriculture, industry, and trans- 
portation; (3) either total or partial execution by Ger- 
man specialized firms of national development projects 
in Lebanon. German enterprises extending aid will be 
granted all the advantages provided by present Lebanese 
legislation. 

The agreement also provides for the extension of credit 
on payments for capital equipment provided by Germany. 
Under certain circumstances, 60 per cent of the value of 
equipment goods can be paid for in five semiannual 
installments. Equipment valued at DM 25 million is 
expected to be delivered under such credit arrangements. 
The German Government has agreed to permit and en- 
courage the investment of German private capital for 
developing production in the private sector of the Leban- 
ese economy. Such investment is expected to amount to 
DM 60 million. Payments for goods and services sup- 
plied in conformity with this agreement will be effected 
in accordance with the provisions of the trade and pay- 
ments agreement outlined above. 

To supervise the application of the economic coop- 
eration agreement, a Bureau of Economic Research and 
Orientation will be established in Lebanon. Its main 
function will be to assist German firms that wish to take 
part in the economic development of Lebanon. 


Source: Le Commerce du Levant, Beirut, Lebanon, 
June 19, 1954. 
Far East 


Indian Import Relaxations 


Announcing a program of “controlled liberalization” 
in import policy for the second half of 1954, the Indian 
Government has listed new import schedules. Quotas 
have been increased for many items, and scaled down 
for a smaller number. For the majority of items, how- 
ever, quotas remain unchanged. 

The items for which quotas have been increased include 
industrial raw materials, machinery parts, china clay, 
artificial silk yarns, and various consumer items. There 
have also been increases in quotas for bicycles and 
motorcycles, tractor tires and tubes, shoe manufacturing 
machinery, and other heavy producers’ goods. In addi- 
tion, quotas have been raised for various milk products, 
musical instruments, toilet brushes, and other items. The 
list also contains 40 items for which additional quotas 
may be granted, including, among others, generator parts, 
jute and hemp machinery, printers’ ink, and industrial 
sewing machines. 

The principal purpose of the newly announced pro- 
gram is to aid Indian industry by making available raw 
material and other products needed for expansion (see 
this News Survey, Vol. VI, p. 370). The scaling down 
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of import quotas for 35 items is also designed to assist 

domestic production. The new policy pays special atten- 

tion to small importers, granting them preference in 

various fields. Under the liberalization program it is 

hoped that imports will increase by at least 5 per cent. 

Sources: The Financial Times, London, England, June 30, 
1954; The Journal of Commerce, New York, 
N. Y., June 30, 1954. 


Indian Commodity Prices 


Indian commodity prices in June reached the lowest 
level in 15 months, although there was an increase in 
the money supply. The wholesale price index declined 
to 385.2 (1939 = 100) in the week ended June 5, the 
lowest figure since April 1953, when the index was 384.9. 
By June 1953, the index had risen to 405, and on April 
17, 1954 it was 404.4; since the middle of April, however, 
it has fallen steadily. The active note circulation rose 
from Rs 11.70 billion (US$2.46 billion) in June 1953 
to Rs 12.10 billion in June 1954, and the scheduled banks’ 
advances rose from Rs 4.70 billion to Rs 4.80 billion, 
but there was also a sharp expansion in the productivity 
of Indian agriculture and industry. The index of food- 
stuff prices fell from 396 in June 1953 to 348 in June 
this year, and the working-class cost of living also de- 
clined appreciably. The price index for manufactures 
rose slightly, from 371 to 378, while the index for indus- 
trial raw materials dropped from 483 to 452. 

Source: The Statesman (Overseas Edition), Calcutta, 
India, June 26, 1954. 


Measures fo Improve Thailand's Rice Trade 


The Cabinet Council of Thailand has under consider- 
ation several measures to improve the rice trade. These 
include a lowering of export prices of rice; a lowering 
of gunny sack prices; either allowing importing coun- 
tries to make their own arrangements for delivery of 
rice to their ships or lowering the f.o.b. rates; and in- 
creasing the ratio for “inducement” exports from the 
present ratio of 4.5 tons of government exports to 1 ton 
of private exports to a ratio of 3 to 1. The Cabinet might 
also recommend that export prices be lowered for the 
lower grades of rice, while present prices are maintained 
for the higher grades, particularly five, ten, and fifteen 
per cent broken rice. 

Source: The Bangkok Post, Bangkok, Thailand, April 7, 
1954. 


Indonesian Trade Agreements 

Indonesia has concluded a one-year trade agreement 
with France, which will extend through April 30, 1955. 
This is the third trade agreement that has been concluded 
between the two countries. The new agreement calls for 
the exchange of 12 billion francs worth of Indonesian 
goods and about 8.4 billion francs worth of French 
goods. Indonesia will export to France primarily rubber, 
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copra, coffee, tin, and tobacco, and it will import mainly 
machinery, chemicals, pharmaceuticals, metalwares, tex- 
tiles, and transportation equipment. Concurrently with 
this agreement, France has agreed to grant to Indonesia 
credit facilities up to the equivalent of Rp 400 million 
(US$35 million); part of this credit will be used by 
Indonesia for industrial development. 

About the beginning of June, a group of Indonesian 
business organizations concluded an agreement with 
representatives of the East German Chamber of Foreign 
Trade, providing for mutual trade on a strictly barter 
basis. Indonesia’s exports to East Germany will include 
rubber, .tea, coffee, copra, rattan, tobacco, tin, spices, 
cinchona bark, etc.; and East Germany will supply Indo- 
nesia with such commodities as industrial machinery, 
office equipment, domestic appliances, textiles, medical 
instruments, chemicals, agricultural implements, and con- 
struction materials, including cement. 

Sources: A.N.P.-Aneta News Bulletin, New York, N. Y., 
June 14 and 23, 1954. 


United States and Canada 
U.S. Trade Agreements Act Extended 


On July 1 President Eisenhower signed legislation cov- 
ering a one-year extension of the U.S. reciprocal trade 
program. While the 20-year-old program permits the 
President to negotiate lower tariffs on goods coming into 
the United States in exchange for trade concessions on 
U.S. products sold abroad, most import duties already 
have been lowered the full 50 per cent permitted by law. 
However, under the new legislation, negotiations on a 
trade pact with Japan are possible. 

Source: The Journal of Commerce, New York, N. Y., 
July 2, 1954. 


Action on U.S. Tariffs 


For the first time since he took office, President Eisen- 
hower on June 30 adopted recommendations for in- 
creased tariffs. He ordered higher duties to be applied 
on imports of alsike clover seed; the increase ordered, 
however, is less than the increase recommended by the 
Tariff Commission. The new duty will be 6 cents per 
pound on all imports in excess of 1.5 million pounds (a 
volume of imports slightly above the 1947-51 average) ; a 
base rate of 2 cents per pound for the first 1.5 million 
pounds will be retained. The Tariff Commission had 
recommended that the base rate be increased to 4 cents 
per pound, and that a 6 cents per pound tariff be 
assessed against all imports over 1.5 million pounds. 
President Eisenhower also rejected a Commission pro- 
posal to keep the new rates operative until further notice; 
he limited the proclamation to one year. 


On July 2 the President rejected Tariff Commission 
recommendations for higher import duties and quota re- 


strictions on imports of frozen ground fish fillets. The 
Commission had recommended that the tariff on some 
parts of U.S. imports of ground fish fillets (fillets of 
cod, haddock, pollock, cusk, and rosefish) be raised from 
1% cents per pound to 2% cents per pound, and that 
imports be limited to 37 per cent of the average annual 
consumption of the preceding five years. The President re- 
jected the Commission’s recommendations on the grounds 
that frozen fish sticks are selling so well they may in- 
crease fish consumption enough to solve a good part 
of the domestic industry’s problem. He stated that con- 
sumption might increase by almost 50 per cent within 
a few years as a result of this product, and in these cir- 
cumstances it would be a disservice to the long-run 
interests of the ground fish industry to limit imports. 


On June 22, the Tariff Commission announced that it 
was terminating, without formal findings on the merits 
of the case, action on the request that it had received to 
curtail imports of straight pins and safety pins. The 
decision was taken because the applicants for protection 
had failed to cooperate with the Commission in its in- 
vestigations. 

Sources: The Journal of Commerce, June 23, 1954 and 
July 1, 1954, and The Wall Street Journal, 
July 6, 1954, New York, N. Y. 


Individuals’ Saving in the United States 


Liquid saving by individuals in the United States 
amounted to $3.3 billion in the first quarter of 1954, the 
highest first quarter figure for any year in the postwar 
period. Purchases of securities and insurance, deposits 
in savings and loan associations, and liquidation of con- 
sumer debt amounted to $6.9 billion during the quarter, 
while dissaving in the form of declines in currency hold- 
ings and bank deposits and an increase in mortgage debt 
totaled $3.5 billion. Consumer installment debt fell $1.5 
billion during the quarter, the first quarterly period in 
two years that such a reduction has occurred. Reduced 
expenditures on consumer durable goods resulted in a 
slackening in new credit extended, and record repayments 
on outstanding debt combined to reduce aggregate in- 
debtedness. 


about the same as a year earlier. More than one fourth, 


Purchases of securities and insurance were 


or $600 million, of security purchases represented state 
and municipal bonds, a new high figure for the first 
quarter. While the greater part of these new issues was 
purchased by institutions, individuals also made sub- 
stantial purchases. Among the forms of dissaving, cur- 
rency holdings fell $1.1 billion, a much larger decline 
than usual in the first quarter, and demand deposits fell 
$2.4 billion, a slightly greater decline than a year earlier; 
partly offsetting these declines was an increase of $1.3 
billion in time and savings deposits. Mortgage debt in- 


creased $1.3 billion, almost as much as a year earlier, 
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reflecting a continued high level of activity in residential 
construction. 
Source: Securities and Exchange Commission, Press Re- 


lease, Washington, D. C., June 30, 1954. 
Developments in U.S. Real Estate Market 


Outlays for new construction in the United States dur- 
ing May, after adjustment for seasonal changes, were at 
an annual rate of almost $37 billion, a new high figure. 
The rise has amounted to 3 per cent since last spring 
and 5 per cent since the autumn of 1953. While private 
outlays for business purposes have remained relatively 
stable since mid-1953, private expenditures for other 
nonresidential building, such as schools, churches, and 
hospitals, have risen appreciably. Public construction 
outlays in the first five months of 1954 were about the 
same as a year.earlier, with a rise in state and local ex- 
penditures offsetting a decline in federal spending for 
military facilities and public housing. 

The most marked increase has been in expenditures 
for private residential construction, which has risen 9 per 
cent since midwinter. The favorable conditions in the 
mortgage market have been of major importance in 
this increase. The higher interest rates established for 
government-guaranteed mortgages in 1953, the easing of 
money conditions, and declines in yields on other invest- 
ments have encouraged investment in mortgages. About 
one half of all mortgage credit to finance purchases of 
new houses in 1953 was underwritten by the Federal 
Government. In recent months, there has been an ex- 
ceptionally sharp rise in requests for mortgage guaran- 
tees to the Veterans Administration, as well as a large 
increase in loan applications to the Federal Housing 
Administration, suggesting that federally aided financing 
of housing construction and sales will continue as a 
strong support to the housing market in the coming 
months. 

Source: Board of Governors of the Federal Reserve Sys- 
tem, Federal Reserve Bulletin, Washington, D.C., 
June 1954. 


Use of Capital in U.S. Manufacturing Industries 


While the volume of capital employed in U.S. manu- 
facturing industries has risen throughout the past 70 
years, the increase in capital was greater than the in- 
crease in output before the decade 1919-29, but there- 
after the rise in the volume of capital was significantly 
less than that of output, so that the ratio of capital to 
output dropped. By 1948 the ratio was lower than it 
was in 1890. This is the major finding of a recent study, 
Capital and Output Trends in Manufacturing Industries 
1880-1948, by Daniel Creamer, published by the National 
Bureau of Economic Research. A significant aspect of 
the analysis is that the rise and decline in the ratio of 
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capital to output was found not only for manufacturing 
as a whole but for practically all major industrial sub- 
divisions. The reversal in trend appeared in the ratio of 
working capital to output, as well as in fixed capital to 
output. Since the amount of man-hours per unit of 
output also declined by substantial amounts, beginning 
about 1900, it is apparent that the rise in labor produc- 
tivity (so-called) was associated in the earlier decades 
with a continuing increase in the amount of capital 
per man-hour worked, whereas in the later decades man- 
hour productivity was correlated primarily with an in- 
creased efficiency of capital. 

While the explanation of the shift in trend lies outside 
the scope of the study, it is suggested that in the earlier 
part of the period entrepreneurial energy was directed 
primarily toward organizing new enterprises, and that 
later it shifted toward enlarging the scale of operations 
and promoting technological and managerial meas- 
ures, resulting in a more efficient utilization of resources. 
It may be significant also that during most of the period 
to 1910, when the ratio of fixed capital to output was 
rising, interest rates were low and declining. While 
interest rates were again low in the thirties and forties, 
when the capital-output ration was declining, the dominant 
factor then may have been the historical accident that 
these were both decades when there was obvious pressure 
to reduce the capital-output ratio—first in order to reduce 
costs and later in order to conserve resources. These 
considerations suggest that it cannot be assumed that the 
capital-output ratio will necessarily continue to decline 
during the fifties. 

Source: Capital and Output Trends in Manufacturing 
Industries 1880-1948, National Bureau of Eco- 
nomic Research, Occasional Paper 41, New 


York, N. Y., 1954. 


Capital Expenditures in Canada 


A mid-year survey of capital expenditure plans of 
Canadian business, government, and consumers confirms 
an earlier estimate that 1954 expenditures will total 
about Can$5.8 billion, or 3 per cent above 1953. Small 
revisions are indicated for individual sectors, however. 
Capital expenditures in manufacturing, mining, trade, 
and finance now appear likely to run 2-3 per cent higher 
than anticipated previously, while expenditures of non- 
profit institutions and agriculture are expected to be a 
little below previous estimates. In view of the exception- 
ally poor construction weather during the first five 
months of the year, the expenditure plans indicate an 
intensification of construction activity in the second half 
of the year. 

Source: Department of Trade and Commerce, Private 
and Public Investment in Canada, Outlook 1954 
(Mid-year Review), Ottawa, Canada. 
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Other Countries 
Australia's Loan Program 

The Australian Loan Council, comprising the six State 
Premiers and the Commonwealth Treasurer, has decided 
to accept the Commonwealth Government’s proposal for 
a £A 200 million borrowing program for the financial 
year beginning July 1, 1954. This amount is the same 
as the borrowing program for fiscal 1953-54, but is 
£A 36 million less than the amount the State Governments 
had sought. It is expected that the Australian capital 
market will yield about £A 140 million, and that the re- 
mainder will be provided by the Commonwealth Govern- 
ment through “special subscriptions.” 

The Federal Treasurer stated that the Commonwealth 
budget on revenue account would show a surplus of at 
least £A 45 million for the financial year ended June 30, 
1954. This will enable the Commonwealth Government 
to grant tax concessions in the next budget and to con- 
tribute toward the public works program. 

Source: The Financial Times, London, England, June 30, 
1954. 


South African Gold Production 
The value of gold produced by all South African mines 
in the first 5 months of 1954 was £64.7 million, equiva- 
lent to an annual rate of £156 million, which is £8.5 
million more than the record output of 1953. The 
value of output in May was £13,530,000, 14.9 per cent of 
which came from the new mines, whose output during the 
last 24% years has doubled every 12 months. In spite of 
recent improvements, the labor shortage remains serious. 
The industry, however, is continuing to recruit European 
labor overseas with some success, and though working 
costs have continued to rise so far this year, mining 
techniques are being improved constantly. 
Sources: Union of South Africa Government Information 
Office, South Africa Reports, New York, N. Y., 
June 24, 1954; The Times, London, England, 
June 29, 1954. 


South African Agricultural Output 
The gross value of agricultural production in the 
Union of South Africa during the 1953-54 season is 
estimated to have reached a new high figure of almost 
£350 million. The increase was due to increased mechan- 
ization and improved farming methods as well as good 
weather. The value of the wool clip of about 950,000 
bales—the largest for more than 20 years—was estimated 
at £65 million; only in the exceptional 1950-51 season did 
the wool check exceed this figure. Maize farmers estab- 
lished a new income record, with a total crop value of 
about £62 million. Dairy farmers also experienced an 
exceptionally good season. 
Source: Union of South Africa Government Information 
Office, South Africa Reports, New York, N. Y., 
June 24, 1954. 


Development Plan for Rhodesia and Nyasaland 


A three-year development plan, whose total cost is 
estimated at £70.2 million, has been presented to the 
Assembly of the Federation of Rhodesia and Nyasaland, 
together with the budget for the first complete fiscal year 
(July 1954-June 1955). The plan does not take into 
account development expenditures that the three terri- 
torial governments may incur during the period. The 
main items in the plan are £22.5 million for electric power 
—of which £15.5 million is for a hydroelectric project— 
and £30 million for communications and transport. 

Estimates of expenditures on capital account during 
the fiscal year total £21.1 million. After allowance for 
certain amounts to be voted from revenue funds and 
various other credits, £17.9 million would remain to be 
raised by borrowing. Negotiations are being carried on 
for an external loan of £10.5 million; when receipts 
anticipated from loans to be raised on the domestic 
market are taken into account, additional borrowing of 
more than £4 million will be necessary. 

Revenue estimates for 1954-55 are £36.9 million, in- 
cluding £19.7 million from income tax. The standard 
rate of the federal income tax and the company tax 
proposed was 6s. 3d. per pound. Expenditure from rev- 
enue funds is estimated at £36.2 million, including £10.4 
million for administrative and general development serv- 
ices, £10 million for social services, £3 million for de- 
velopment services, and £2.9 million for defense. 
Source: The Financial Times, London, England, June 30, 

1954. 


Loan fo Rhodesia and Nyasaland 

The U.S. Foreign Operations Administration has an- 
nounced a loan in sterling to the Federation of Rhodesia 
and Nyasaland. This loan, amounting to £3.6 million, 
is the first that the Federation has received; it is to be 
used for the development of the railway system over the 
period ending March 31, 1957. It is to be repaid by 
1976 with interest at 434 per cent. 

The Federation is an important producer of copper, 
chrome, asbestos, coal, etc., but lack of adequate rail 
facilities has prevented full development of its resources. 
Source: The Financial Times, London, England, June 30, 

1954. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from ae aapeee 
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quoted and are not necessarily those of the 
The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 
The Secretary 
INTERNATIONAL MONETARY FUND 


1818 H Street, N.W. Washington 25, D.C. 
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